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CEPTIFIED MAIL - JUN 2 5 1984

Gentlemen:

We have considered your appllca* ion for recognition of examption
from Tederal income tax under Section 501(c¢) (4) of the Intermnal
Revenua Code of 1954.

The information subwitted discloses that ycu were incorporated
under the laws of the State of | on d The

primary purpose for which you were foxmed is to promots, protect
and presarve the common interests of residents and l¢t owners.

Your activities include providing for the upkeep of the lakes,
beach area, roads, and provide for snow removal, and trash coll-
ection for the residents. You are also involved on kehalf of
the residents in a legal dispute with the developers.

Income is from members @ues and assessments. Expenditures are
for the activities listed above.

Members of your association are either raesidents or property
owners in the community known as . There are cur-
rantly [l menbers,

You state that your common areas and facilities are not open for
the use and enjoyment ¢f the general public.

Section 501(c) (4} of the Code provides for the recogrition of
rexenption of civic leagues or organizations not organized for

profit but operated exclusively for the promotion of social
welfare.

Section 1. SOl(c)(é)-i(a)(A)(l) of the Income Tes Regulations

provides that an organization is oHcrated excirusively for the
promotion of social welfare if it is primarily engaged in pro-
moting in some way the cormeon good and general welfare of the
people of the community. An organizatlon embraced within this
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section is one which is operated for the purpose of bringing
about c¢ivic betterments and social improvements.

Ravenue Ruling 69-280, published in Intexrnal Revenue Cunulative
tulletin 19€5-1, page 132 holds that a nonprofif corporation
Lormed for the purpose of providing specified services for the
homeowners in a housing development is not exempt as a 501(c¢) {4)
csocial welfare organizgtiol:. 2 purchaser of a unit in the
housing development was xequired to Lecowme a merber. The organi-
zation was supported entirely by annual dues charged members., It
was determined thatv the crganization was performing servicee that
ite members would otherwise have to provide for themgelvez and
that the organization was operated primarily for the privatc bazne-
fit of members.

Revenue Ruling 72-102, 1972-1 C,B., pagz 149, ztates thet a non-~
profit organization formed to preserve the appcarance of a housing
develeopment and to maintain streets, sidevalks and cemmon arcas
for use of the residents is exempt under Section 501(c) (4) of the
Code. Hembership is reguired of all owners of real propsrty in
the dzvelopment and assessments are levied tc support the organi-
zation's activities. It was held that by maintaining the property
normally wmaintained by a municipal overnment, the organizations
served the common goed and general welfare of the pecple of the
community.

Revenue Ruling 74-29, 18974-1 C.,B., page 131, modified Revenuc
Ruling 72-102 by stating guidelines under which a homeowners asszoci-

ation could qualify for cxemption under Section 501 1c) {4) of the
Code. These guidelines are:

1. The organization must cerve a “community” which bears a
reasonable, recognizable relationship to an area ordi-
narily identified as a governmental unit;

2. It must not conduct activities directed to the exterior
maintenance of priwvate residences; and
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The common areas oy facilities rawst ke for the us
enjovnent of the genaral public.
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This ruling states that a community, within the meaning of Sec~
tion 501 (e) {(4) of the Code and the regulaticns, *.,. is not
simply an aggregation of homeowners bound together in a 3truc-
tured unit formad as an integral part of a plan for the develop~
ment of a real estate subdivision and the sgale and purchase cof
homes therein.”




Revenue Ruling 74-39 states that Revenue Ruliny 72-102 ", .. was
intended only to approve ownerchip and maintenance by a heme-
owners' association of such areas as veoacduays and parxklands,
sidewalks and street lights, access to, or the use and enjoyment
of which is extenced to members of the general publiic, as diz-
tinguished from contrclled use or access restricted to the nen-
bers ¢f the homeowners' asegociation..."”

Your conmon areas are not open to the general publi¢. Your in-
volvement in the dispute also serves the private interesgts of
your members, rather than the public.

Therefore, you do not qualify for exemptior from Pederal income
tax as an organization descriked in’Section 501fc) {4) of ine
Code.

Until you have established an exempt status, yvou are not relieved
of the requirements for £iling Federal incomeviav.raturns.

Your attenticn is called to Section 528 of the Internzl

Zevenue
Code which was added bw the Tax Reforxm Act of 1976. "Yhis section
provides that, in certain circumstances, a homecovwners® association
may elact not to be taxad on its “exempt fun.tli.. inoie® which

includes membership dues, fees or assessments from ownzrs ¢f real
property. The election is made by f£iling Form 1120H, if vou
determine that your organization qualifies under Secticn 528,

1f you do not accept our findings, we recommend that vou request
a conference with a nember of our Regional Office of arpceals.
Your request for a conference should include a written appeal
giving the facts, law, and any other information tec support your
position as explained in the enclosed Publication £%2. You will
then be contacted to arrarnde a date for a conference. The con-
ference may be held at the Regional Office or, if vou request, at
any mutually convenient District office. If we do nci hear from
you within 30 days of the date of this letter, this determination
will become final.

Sincerely yours,

District Director



